AMENDED IN ASSEMBLY APRIL 9, 2015

CALIFORNIA LEGISLATURE—2015—16 REGULAR SESSION

ASSEMBLY BILL No. 1229

Introduced by Assembly Member Campos

February 27, 2015

An act toan

relatingtotaxationtotake effectimmediatelytaxtew: add and repeal
Section 1954.532 of the Civil Code, and to add and repeal Section
17503 of the Revenue and Taxation Code, relating to rent control.

LEGISLATIVE COUNSEL’S DIGEST

AB 1229, asamended, Campos. Preperty-taxation-welfare-exemption:
renta-heustng—and—retated—faetities—Senior Citizen Rent Increase

Exerr_1pt_| on Program.

spaee IaW authorlzes Iocal Jurlsdlctlons to eﬂabllsh controls on the
price of residential units that may be offered for rent. Existing law, the
Costa-Hawkins Rental Housing Act, prescribes statewide limits on the
application of local rent control with regard to certain properties,
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including those that have a certificate of occupancy issued after
February 1, 1995.
ThisbiHwe ]

Exemption Program (SCRIE program), a demonstration project to be
implemented in the County of Alameda, the City and County of San
Francisco, the County of Ventura, and the County of Santa Clara. The
programwould permit an eligible head of household in a rent-controlled
property to apply to be exempt from rent increases for a 12-month
period, with the associated |oss of rent to be offset by a tax credit to be
claimed by the landlord, as provided. The bill would define an eligible
head of household as having certain characteristics, including being
62 years of age or older, and having a combined annual household
income of $50,000 or less, more than ¥, of which is spent on rent. The
bill would require the Department of Housing and Community
Development to provide advisory guidanceto local rent control boards
regarding theimplementation and administration of the SCRIE program,
to publicize the SCRIE program to senior citizens in rent-controlled
properties in the jurisdictions to which the program applies, and to
apply for federal funding for the program.

This bill would permit an eligible head of household, on and after
April 1, 2016, to apply annually to the appropriate local rent control
board, to be defined as a supervising agency, for a rent increase
exemption order and, if therelevant criteria are met, would require the
agency to issue the order to the head of household, with a copy to his
or her landlord along with information on the right to claim a related
tax credit. By increasing the duties of local officials, the bill would
impose a state-mandated local program.

The Personal Income Tax Law allows various credits against the tax
imposed by that law.

This bill would allow a credit against those taxes, for taxable years
beginning on or after January 1, 2016, and before January 1, 2020, for
an amount equivalent to the rent a landlord does not receive as a result
of a tenant’s participation in the SCRIE program. The bill would
prescribe the conditions pursuant to which the landlord could claim
the tax credit, including the requirement that the credit be allowed only
for the taxable year in which the taxpayer incurred the loss of the rent
resulting from the increase exemption order. The bill would require the
Department of Housing and Community Development to make a
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specified report to the Legisl ature on the program, which would include
the feasability of establishing the program statewide. The bill would
make a statement of legidlative findings.

The California Constitution requires the state to reimburse local
agencies and school districts for certain costs mandated by the state.
Satutory provisions establish procedures for making that
rei mbur sement.

This bill would provide that, if the Commission on State Mandates
determines that the bill contains costs mandated by the state,
reimbursement for those costs shall be made pursuant to these statutory
provisions.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: ne-yes.

The people of the State of California do enact as follows:

1 SECTION 1. (a) The Legidature finds and declares all of the
2 following:
3 (1) AccordingtoaKaiser Family Foundation study, California’s
4 seniors have the nation’s highest poverty rate.
5 (2) Twenty percent of California adults over 65 years of age
6 livebelow the poverty threshold of about $16,000, when the higher
7 cost of housing and health care are taken into account.
8  (3) Nationally, homelessnessamong seniorsisprojectedtorise
9 by 33 percent between 2010 and 2020, and by 100 percent between
10 2010 and 2050, according to a 2010 report fromthe Homel essness
11 Research Ingtitute.
12 (4) The Los Angeles Homeless Services Authority reports that
13 from 2011 to 2013, inclusive, Los Angeles County had a 29.1
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percent increase in the number of homeless people 62 years of age
and older.

(5) According to a March 2013 report of the National Low
Income Housing Coalition, Californiaisthe second least affordable
state behind Hawaii.

(6) According tothefederal Department of Housing and Urban
Development, fair market rent in California for a two-bedroom
apartment is $1,341 a month. In order to afford this level of rent
and utilities, without paying more than 30 percent of income on
housing, a household needs to earn $4,470 monthly or $53,640
annually.

(7) Three out of the 10 most expensive metropolitan areas and
six out of the 10 most expensive counties nationally are in
California.

(8) In order to slow the growing numbers of homeless senior
citizens being priced out of their homes, California must begin to
explore practical means to slow this disaster.

(b) The Legidature hereby enacts the Senior Citizen Rent
Increase Exemption Program to test whether the program is a
viable method to help California seniors remain in their homes.

SEC. 2. Section 1954.532 is added to the Civil Code, to read:

1954.532. (a) Thissection establishesthe Senior Citizen Rent
Increase Exemption Program, a demonstration project to be
implemented in the County of Alameda, the City and County of
San Francisco, the County of Ventura, and the County of Santa
Clara in order to permit an eligible head of household in a
rent-controlled property to apply for an exemption from rent
increases and to provide his or her landlord a tax credit in an
amount equivalent to the rent increase that the landlord otherwise
would have received if not for that exemption.

(b) For the purposes of this section:

(1) “ Department” means the Department of Housing and
Community Devel opment.

(2) “Eligible head of household” means a person with all of
the following characterigtics:

(A) Heor sheis62 years of age or older.

(B) Heor sherentsa property as hisor her primary residence
that isrent controlled and he or sheis named on the lease for that

property.
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(C) His or her combined annual household income is fifty
thousand dollars ($50,000) or less, more than one third of which
IS spent on rent.

(3) “Qualifying residence” means a property that is subject to
rent control, not sublet, in compliance with the local rent control
ordinance, and rent for which is not paid with a federal housing
choice voucher, commonly referred to as a Section 8 voucher.

(4) “ Rent increase exemption order” is an order issued by a
supervising agency that exempts an eligible head of household
renting a qualifying residence fromincreases in rent for a period
of 12 months and entitlesthe landlord to a tax credit in an amount
equivalent to the rent not received.

(5) “ SCRIE program” means the Senior Citizen Rent Increase
Exemption Program established by this section.

(6) “ Supervising agency” means the local rent control board
or other local entity that administrates a rent control program
with jurisdiction over a potentially qualifying residence.

(c) The department shall provide advisory guidance to
supervising agencies regarding the implementation and
administration of the SCRIE program and is authorized to
promulgate the necessary rules and regulations to carry out this
section. The department shall publicize the SCRIE program to
senior citizensin rent-controlled propertiesin the jurisdictions to
which the program applies.

(d) On and after April 1, 2016, an eligible head of household
renting a qualifying residence may apply to a supervising agency
for a rent increase exemption order pursuant to the SCRIE
program. The supervising agency shall review the application and,
upon confirming that the applicant isan eligible head of household
and that the property is a qualifying residence, shall issue to the
applicant arent increase exemption order. The supervising agency
shall issue a copy of the order to the landlord of the qualifying
residence and shall notify the landlord of hisor her right to make
a claimfor a tax credit under Section 17053 of the Revenue and
Taxation Code for rent not received pursuant to the order. The
rent increase exemption order shall be in effect for a 12-month
period commencing the month following its issuance. A rent
increase exemption order shall not renew automatically and an
eligible head of household shall be required to reapply to the
supervising agency and make the appropriate demonstrations in
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order to qualify for a subsequent order. A rent increase exemption
order validly issued before the repeal of this section shall remain
effective for its full 12-month term.

(e) The department shall seek federal funding to support the
CRIE program.

(M) (1) On or before July 1, 2017, the department shall report
to the Legidature regarding the effectiveness of the SCRIE
program. The report shall address, but not be limited to, the
following:

(A) The number of eligible heads of household participating in
the SCRIE program, their combined household incomes, and the
rent increases actually exempted.

(B) The extent to which the SCRIE program significantly
decreases the rental burden on eligible heads of household.

(C) The household and community impact of the rent increase
exemption for eligible heads of household and the rent increase
exemption tax credit for affected landlords.

(D) The feasability of implementing the SCRIE program
throughout the state.

(2) The report required by paragraph (1) shall be made in
compliance with Section 9795 of the Government Code.

(g) Thissection shall remainin effect only until January 1, 2019,
and as of that date is repealed.

SEC. 3. Section 17053 is added to the Revenue and Taxation
Code, to read:

17053. (a) For each taxable year beginning on or after
January 1, 2016, and before January 1, 2020, there shall be
allowed as a credit against the “ net tax,” as defined in Section
17039, an amount equal to the amount of rent not received for that
taxable year by a taxpayer, who is a landlord, as a consequence
of a tenant receiving a rent increase exemption order under the
Senior Citizen Rent Increase Exemption Program established
pursuant to Section 1954.532 of the Civil Code.

(b) Inthe case wherethe credit allowed by this section exceeds
the “ net tax;” the excess may be carried over to reduce the “ net
tax” inthefollowing year, and succeeding seven yearsif necessary,
until the total credit is exhausted.

(c) This section shall remain in effect only until December 1,
2020, and as of that date is repeal ed.
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SEC. 4. Pursuant to Section 41 of the Revenue and Taxation
Code, the following applies to Section 17053 of the Revenue and
Taxation Code:

(a) The specific goal, purpose, and objective of Section 17053
of the Revenue and Taxation Codeisto provide alandlord a means
by which the landlord may recoup the loss in rent incurred as a
result of the participation of a tenant in the Senior Citizen Rent
Increase Exemption Program (SCRIE program) established
pursuant to Section 1954.532 of the Civil Code, thus making the
program function equitably for both landlords and tenants. The
fundamental goal, purpose, and objective of the SCRIE program
is to provide financial relief to tenants in specified counties who
are heads of household 62 years of age or older, with combined
household incomes of $50,000 or less, more than one-third of
which is spent on rent.

(b) The performance indicator for Section 17053 of Revenue
and Taxation Code will be the actual savings in rent by senior
citizen tenants participating in the SCRIE program, particularly
as it reflects a percentage of their combined household incomes.
Thisamount will be reflected, if imperfectly, in the amounts of the
tax credits allowed.

(¢) In order to determine the relative success of the SCRIE
program in meeting its goal, and the economic success of the tax
credit provided by Section 17053 of the Revenue and Taxation
Code, it isnecessary to establish the number of participantsin the
SCRIE program, their combined household incomes, and the
amount of rent increases that were exempted pursuant to the
program. Information on participating senior citizen tenants, their
combined household incomes, and the amount of rent increases
that were exempted will be available from the Department of
Housing and Community Development in its report to the
Legislature pursuant to subdivision (f) of Section 1954.532 of the
Civil Code and from the local rent control boards implementing
the SCRIE program.

SEC. 5. If the Commission on State Mandates determines that
this act contains costs mandated by the state, reimbursement to
local agencies and school districts for those costs shall be made
pursuant to Part 7 (commencing with Section 17500) of Division
4 of Title 2 of the Government Code.
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